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FAST WRITE-OFF 


The cost of all machinery and equipment purchased after budget night for 
use in manufacturing or processing goods for sale or lease in Canada may be 
depreciated -- deducted from before-tax income for tax purposes -- in two years. 


A taxpayer will be entitled to claim up to 50 per cent of the original 
cost as depreciation in the year acquired and the balance of the unclaimed cost 
in any subsequent year. 


A special capital cost allowance class will be established by regulation 
to implement the change. In most instances, machinery and equipment covered by 
the new fast write-off has been subject to a 20-per-cent rate on a declining 
balance basis. 


In general, the incentive will apply to operations within the ordinary 
meaning of the term "manufacturing or processing". Thus, machinery and equipment 
used in industries such as metal fabrication, chemicals, electrical products, pulp 
and paper, and textiles - to mention only a few examples - would qualify. On the 
other hand, assets of taxpayers in the service industries and in wholesale trade, 
retail trade, financial institutions, transportation, communications, construction, 
and public utilities would not qualify except to the extent that manufacturing and 
processing activities are carried out. 


Since the incentive is intended to promote secondary manufacturing and 
processing activity in Canada, equipment used by the following types of primary 
activity would be excluded: agriculture, fishing, logging, operating an oil or 
gas well, or extraction of mineral resources. In addition, equipment used in 
processing mineral resources after extraction and up to the prime metal stage or 
its equivalent would not be eligible for the new fast write-off since they will 
qualify for other incentives granted to the mining industry. The incentive will 
not apply to structures. 


Specifically, the capital cost allowance regulations prescribed under 
paragraph 20 (1) (a) of the Income Tax Act will be amended to prescribe a separate 
class for prescribed machinery and equipment acquired in an arm's length purchase 
after budget day if 


(a) the taxpayer acquired the machinery and equipment for the purpose 
of prescribed manufacturing or processing in Canada by him of goods 
sold or leased by him in the ordinary course of business, or 


(b) the taxpayer acquired the machinery and equipment to lease or rent 
to other persons in the ordinary course of business, and 


Soe 


(i) the machinery and equipment was manufacturing or processing 
machinery and equipment, or 


(ii) it was reasonable to expect under the circumstances that the 
lessee would use it for the purpose described in paragraph (a). 


For some time, a two-year write-off has been available for depreciable 
assets acquired primarily to reduce water or air pollution that would otherwise 
arise in a taxpayer's operations. This provision is due to expire at the end of 
1973, and in the case of new plant at the end of 1972, Each of these time limits 
will be extended by one year. In addition, the provision will be broadened to 
include depreciables acquired by a taxpayer who provides pollution-control service 
to other taxpayers. 
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RATE REDUCTION 


Effective January 1, 1973, the top rate of corporate tax on manufacturing 
and processing income will be reduced to 40 per cent. The rate reduction will 
apply to income earned in Canada from manufacturing or processing goods for sale 
or lease. 


The rate on manufacturing and processing income eligible for the small 
business incentive will be reduced to 20 per cent from 25 per cent, effective the 
same date. (The small business incentive provides a 25-per-cent effective tax 
rate on the first $50,000 of business income of Canadian-controlled private 
corporations until their accumulated taxable income reaches $400,000). 


As part of tax reform, the top rate was to decline by one percentage 
point annually between 1973 and 1976 and would have been 49 per cent in 1973. 


The new rate will therefore be nine points lower than the scheduled 
rate for 1973 and six points lower than the scheduled rate for 1976. 


The bill and regulations will set out specific rules to enable a 
corporation to distinguish manufacturing and processing income from investment, 
retailing or distribution. Manufacturing and processing will not include 
activities such as farming, fishing, logging, construction, natural resource 
operations or the operation of a public utility, transportation, communications 
and financial institutions. 


A special "manufacturing income" deduction, similar in concept to the 
existing small business deduction, will be used to give effect to the rate 
reductions. The result will be a deduction from corporate tax measured by 
reference to the corporation's manufacturing and processing income. 
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EARNED DEPLETION 


The "earned depletion" incentive for mineral processing is to be expanded 
to further encourage the processing of minerals in Canada. 


The earned depletion concept introduced by tax reform provides that for 
every $3 of eligible expenditures on mineral exploration and development, a 
company may deduct $1 from taxable production profits. The rule is to replace in 
1977 an automatic depletion allowance unrelated to actual expenditures. 


The government has defined eligible expenditures to include mineral 
processing equipment which is 1) used to bring a new mine into production, 2) used 
in a major expansion of an existing mine, and 3) used to process minerals beyond 
any stage that has previously taken place in Canada. 


The budget speech announced that this definition will be expanded to 
include all equipment acquired after budget day for processing ore in Canada after 
extraction and up to the prime metal stage. In addition, depletion may be claimed 
against all income from these operations. Equipment associated with custom 
processing, that is, the processing of ore owned by others, will be eligible to 
earn depletion and income from custom processing will be classed as production 
profits. 
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PENSIONS 


Major changes in pensions legislation will be introduced to: 


- Escalate the basic Old Age Security pension by the full increase in the 
Consumer Price Index, effective January 1, 1972. 


- Increase the maximum payment under the combined OAS-Guaranteed Income 
Supplement plan by $15 per month for single persons and $30 per month for married 
persons as of January 1, 1972, with full escalation after April 1, 1973. 


- Escalate veterans' pensions and allowances by the full increase in the 
Consumer Price Index, effective January 1, 1972. 


The cost of the three changes in a full year is estimated at $375 million 


Maximum payments of the combined Old Age Security-Guaranteed Income 
Supplement in 1971 were $135 for single persons and $255 for married persons. 
Instead of a 2-per-cent increase in these amounts as of April 1, 1972 as provided 
by existing legislation, the maximum payment will go up on January 1, 1972 by 
$15 for single persons and $30 for married persons under the legislation to be 
introduced. 


Present legislation has pegged the basic OAS payment at $80. 


The escalation effective January 1, 1972, will be the percentage in- 
crease in the Consumer Price Index in the fiscal year 1971-72 over the fiscal 
year 1970-71, which was 3.6 per cent. 


In future, the monthly pension will be adjusted each April 1 to reflect 
the full rise in the cost of living during the previous calendar year. 


Canada's 1,800,000 pensioners, including 995,000 recipients of the 
supplement, are to receive $2.3 billion in 1972-73 under terms of the existing 
Old Age Security legislation. 


The escalation of the veterans' pensions and allowances will add an 
estimated $25 million in a full year to payments received by 153,000 pensioners 
and 80,000 persons in receipt of allowances. 
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SPECIAL EXEMPTION 


The special exemption for taxpayers aged 65 and over will be increased 
to $1,000 from $650. The same increase will be made in the $650 exemption for 
blind taxpayers and taxpayers confined to bed or wheelchair. Both measures will 
be effective as of January 1, 1972. 


The change will reduce taxes, in many cases substantially, for an 
estimated three-quarters of a million pensioners. Several tens of thousands will 
be taken off the tax rolls. 


If a blind taxpayer or a taxpayer confined to bed or wheelchair cannot 
use part or all of the $1,000 exemption, any unused amount may be deducted by his 
or her spouse by virtue of a separate amendment to be introduced effective 
January (lo L725 


Total exemptions and deductions for these taxpayers become: 


Single, age 65 or over 


($1,500 + $100 + $1,000) - $2,600 


married status, age 65 or over 


($2,850 + $100 + $1,000) - $3,950 


ye 


Impact of Increased Special Exemption for Taxpayers 
Aged 65 and Over 


Total 1972 Federal 
and Provincial Tax 


Before After Amount of 
Income Reduction Reduction Reduction 
$ $ $ $ 


Single Taxpayer - No Dependants 


2,300 re s slik 
2,400 33 = 33 
2,500 54 = 54 
2,600 76 = 76 
3,000 166 87 79 
4,000 405 320 85 
5,000 657 567 90 
7,000 1,189 1,095 94 

10,000 2,081 1,970 111 

15,000 3,860 Cl PD 138 


Married Taxpayer — No Dependants - Spouse Has No Income 


3,700 mV) = 22 
3,800 43 = 43 
3,900 65 = 65 
4,000 37 11 76 
5,000 220 235 85 
7,000 827 734 93 
10,000 1,666 1,564 102 
15,000 3,326 3,188 138 


It is assumed that the provincial tax is 30.5 per cent of the basic federal tax. 
It is also assumed that all taxpayers take the $100 standard deduction but are not 
eligible for the 3 per cent employment expense deduction or any other deduction 
from income. 
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EDUCATION EXEMPTION 


A special exemption of $50 a month is introduced for fulltime trainees 
and students attending a wide range of schools and post-secondary institutions. 
This measure is expected to help more than 500,000 individuals, including many 
adults returning to school for retraining and young people lacking high school 
graduation who are entering trade schools to acquire specific skills. 


The trainee or student may claim $50 a month against his own income 
while he is enrolled full time in a qualified program. The claim may also be 
made by a supporting relative. The amount deductible by a relative, however, must 
be reduced by any taxable income of the student. The relative may be a husband 
or wife, parent, grandparent, sister or brother. 


In a typical instance, a student attending a trade school for eight 
months would have the following exemptions and deductions: 


Basic $1,500 
Standard $100 100 
Special exemption 400 
Tuition (eg) 300 

$2,300 


Special rules will be necessary to ensure the exemption is not available 
where a person's course is being subsidized directly by his employer or by 
government. 


Qualifying post-secondary institutions would include Canadian 
universities and colleges, universities abroad and U.S. border universities 
and colleges to which residents of Canada commute. Business schools requiring 
high school graduation, nursing schools, teacher's colleges and para-medical 
institutions would be included. 


The provision would also apply to educational courses certified by the 
Minister of Manpower and Immigration for purposes of the existing deduction for 
tuition fees, and not necessarily requiring high school graduation. 


A qualifying program is defined to mean a program of at least three 
consecutive weeks' duration requiring at least 10 hours per week of work related 
to the program. 
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MEDICAL EXPENSES 


Two major changes in the definition of medical expenses will ease 
burdens on many taxpayers unable to receive full assistance from publicly funded 
programs for hospital and medical care. 


Home Care 


Many chronically ill persons can receive better care at home than in 
hospitals or special institutions. At present medical expenses for an: attendant 
can be claimed only if the patient is confined to a bed or wheelchair. 


An amendment is proposed to expand medical expenses to include the cost 
of a fulltime attendant (other than a family member) for permanently infirm persons 
living at home. A doctor must certify the need for an attendant. The provision 
May permit more out-patient treatment and free some hospital beds. 


Transportation Expenses 


Another amendment will define medical expenses to include the cost of 
commercial transportation for trips of more than 25 miles required to obtain 
medical services, at a hospital, clinic or doctor's office. The costs may 
include an attendant required to accompany the patient. A doctor must certify 
the need for the treatment. 


This is expected to assist people in remote or rural areas, or people 
requiring specialized treatment in distant centres. 


Both the home care and transportation expenses may be claimed for 
the taxpayer, the taxpayer's wife or husband, or the taxpayer's dependants. 
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SALES TAXES 


Scientific research equipment purchased by manufacturers for use in the 
testing or development of new products or new processes will be exempt from the 
12-per-cent sales tax. 


Eyeglass lenses and frames and contact lenses prescribed by physician 
or optometrist will be made exempt from tax. 


The tax will also be removed from articles and materials used in the 
manufacture of hearing aids, artificial breathing apparatus and artificial eyes. 
At present these products are exempt but materials used to manufacture them are 
not. 


Articles manufactured by mentally retarded persons in institutions or by 
blind or deaf and dumb persons working in institutions will be made exempt from 
sales tax. 
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TARIFF CHANGES 


Generalized System of Tariff Preferences for Developing Countries 


As part of Canada's contribution to the international development 
strategy for the Second United Nations Development Decade, legislation is being 
introduced to provide for reductions in the tariffs on imports from developing 
countries. Terms of this "General Preferential Tariff" were announced November 14, 
1969. Unlike the other tariff amendments introduced in the budget, this enabling 
legislation will not come into force until it has been passed by Parliament and 
proclaimed by the Governor in Council. 


The legislation will provide for: 


lL. duty-free entry for imports from developing countries of 
a wide range of manufactured and semi-manufactured goods 
that at present are duty-free only when imported from 
countries entitled to the British Preferential Tariff; 


2 tariff reductions equal to at least one-third of the 
Most-Favoured-Nation rate on most other manufactured 
and semi-manufactured goods originating in developing 
countries; 


Bie similar tariff reductions on most of the industrial 
primary products that are not already free of duty on 
an MFN basis; 


4. tariff reductions of varying magnitude, in many cases 
complete removal of the tariff, on a selected list of 
agricultural products of special interest to developing 
countries, including rum, spices and tropical oils. 


The Governor in Council will be given authority to decide what countries 
should be considered developing countries for purposes of the legislation, and to 
withdraw the benefits of the General Preferential Tariff in particular cases. 

This will enable the government to take "safeguard" action in any case where 
imports cause or threaten market disruption or injury to Canadian producers. Such 
safeguard clauses are common to the preferential schemes of all preference-giving 
countries. It is expected that this authority will be used at the outset to 
exclude from the Canadian system a limited number of sensitive products - mainly 
textile products subject to import control or negotiated export restraints. 


Other Tariff Changes 


Since January 1, 1972, Britain has applied rates of about 15 per cent on 
cotton fabrics from Canada and other Commonwealth countries. These Canadian goods 
were previously entitled to free entry. 
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To restore the balance, the duty on knitted garments, knitted fabrics 
and knitted goods imported from Britain under tariff item 56805-1 is being 
increased from a net rate of 18 per cent to 25 per cent. The British Preferential 
rate for rubber-coated tire fabric under item 56235-1 is also being increased from 
free to the 123-per-cent rate which applies under the Most-Favoured-Nation tariff. 


As a result of a decision by the Tariff Board on an appeal, the coverage 
of tariff item 69605-1, which provides for free entry of certain goods for the use 
of religious and educational institutions, was considerably reduced. This item is 
being amended to restore its scope to approximately that which prevailed prior to 
the implementation of the Tariff Board's finding. 


Another change arises also out of a Tariff Board decision on an appeal. 
The board ruled that live yeast in fragmented form should be dutiable at a Most- 
Favoured-Nation rate significantly lower than had been in effect previously. It 
is now proposed to modernize the tariff structure for live yeast. 


Other tariff changes extend free entry for certain heavy fuel oils, to 
devices for use by deaf persons, and for miners' safety lamps. 


Imports from Bangladesh are accorded British Preferential tariff 
treatment. 
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CHANGES RELATED TO TAX REFORM 


From the budget speech: 


Charitable Donations 


"Notwithstanding the increase in the annual limit on the deductibility 
of charitable donations from 10 per cent to 20 per cent of income, there seems to 
be a general fear that gifts and bequests of appreciated property will be dis- 
couraged if there is a deemed realization of the capital gain.. ., In those cases 
where the property to be gifted is not a substitute for money - that is, where 
the property gifted to the charitable organization is suitable for actual use in 
its charitable activities - I propose that the deemed realization rules be quali- 
fied. JI have in mind here such examples as the bequest of an art collection to a 
public art gallery or the gift of a piece of real property intended to be used as 
a camp or a hospital. Some taxpayers who donate property that has increased in 
value may prefer to value the gift for purposes of both the deemed realization 
rules and the charitable deduction rules at its market value rather than its cost. 
I propose, therefore, that a taxpayer who gives or bequeaths appreciated property 
of this nature to a charity shall have the choice of valuing the donation for 
purposes of both these rules at an amount anywhere between its cost and its fair 
market value." 


"T also wish to announce a second amendment in this area. The Act will 
be amended to provide that any bequest to a charity will be regarded as having 
been made in the taxation year in which the taxpayer died. This measure will 
permit the value of the gift to be deducted from the taxpayer's income in the 
year of death, subject to the normal limit." 


Capital Gains 


"I wish to announce one important amendment (which). . . concerns the 
provisions dealing with deemed realization of capital gains at death. It is in- 
tended to assist taxpayers who might face a heavy tax liability at a time when 
their assets might be illiquid. The amendment will provide that the payment of 
taxes occasioned by this circumstance may be paid in six equal annual instalments, 
together with interest." 
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Investment Income of Private Corporations 


"Under the provisions relating to taxation of private corporations, 
one-half of the taxes paid on account of certain types of investment income are 
refunded at the time of payment of dividends. The purpose of this refund is to 
eliminate the artificial distinction between an individual 'investing' directly 
or through his corporation. 


"It now appears that this provision may be open to some abuse and I 
believe that the government should correct this situation quickly, before tax- 
payers come to rely on an unintended loophole. The particular situation which 
troubles me arises in those situations where, within a corporate group, business 
income is converted into investment income in order to take advantage of the re- 
fund provision. To eliminate this loophole, an amendment will be made which will 
apply to certain kinds of investment income received by a corporation in taxation 
years commencing after 1972 from an associated corporation. The effect of the 
amendment will be to preserve the ‘business income' character of these particular 
receipts in the hands of the recipient." 


Tax Instalmeéents 


"Individuals who earn income that is not subjected to deductions at 
source are required to pay instalments during the year as a payment against their 
tax liability for the year. In order to ease the financial and paper work burden 
facing many of our low income taxpayers, especially pensioners, I propose that 
henceforth instalments will not be required if the individual's federal tax 
liability for the preceding year did not exceed $400." 


"All corporations and certain individuals are obliged to pay instalments 
during the year in respect of their tax liability for the year. Under the present 
rules, taxpayers could base their instalment payments either on their estimate of 
the current year's liability or, alternatively, on a computation involving the 
prior year's income and the current year's tax rates. It has become increasingly 
difficult in recent years for taxpayers to use the prior year formula and this 
problem was exacerbated by the shift from the old system to the new system. In 
order to simplify the basis of instalment payments, I propose an amendment where- 
by taxpayers will be able to base their instalments on their estimate of the 
current year's liability or on taxes payable for the preceding year. Where it is 
necessary to adjust the prior year's taxes payable in order to reflect certain 
specific changes in tax rates, simple adjustments will be prescribed by regulation. 
In this way corporate taxpayers will be relieved of tedious calculations and yet 
the fiscal objectives can still be achieved." 
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Damage Awards 


"Under the present law, the tax treatment of the income derived from 
certain damage awards payable to children is not entirely clear. For example, 
children who have suffered damage as a result of thalidomide have received awards 
which are being held in trust for their benefit until they attain their maturity. 
Under the law as it now reads, the income from these trust funds, which is being 
accumulated and held for the benefit of these children pending maturity, may be 
subject to tax. This ia nota desirable result. Therefore, I propose an amend- 
ment which will exempt from tax the income derived from funds and annuities re- 
sulting from personal injury damage awards up to the time that the injured person 
attains rage 21..” 


‘Foreign Accrual Property Income" 


"I have had a number of meetings with taxpayers concerned with the rules 
for the taxation of foreign accrual property income, and I am persuaded that these 
rules, as now drafted, may produce unintended results in particular cases. How- 
ever, this is a difficult area and I am not satisfied that we have yet found 
appropriate solutions which will eliminate the difficulties, while preserving the 
basic thrust of the reform. The foreign accrual property income rules are 
scheduled to become effective for taxation years commencing in 1973, but in order 
that no taxpayer be unfairly or unintentionally prejudiced, I propose that the 
starting date for these rules be postponed for two years - that is, they not be- 
come effective until taxation years commencing in 1975." 


Leaving Canada 


"When a taxpayer relinquishes his status as a Canadian resident, he must 
include in his income any accrued capital gains as if he had sold all his capital 
property. Under the Act, a taxpayer has the right to postpone this deemed reali- 
zation but if he chooses this right, in any year in which he actually disposes of 
the particular capital property, he must report his income as if he had continued 
to be a Canadian resident. I have concluded that these rules may be too harsh 
in some circumstances and that some relief should be provided. 


"Therefore, amendments will be introduced to change the rules applicable 
in these circumstances. A first option will permit a taxpayer to pay the tax 
attributable to any deemed realization of his capital property in six equal annual 
instalments with interest, subject to the provision of satisfactory security. 
Alternatively, a taxpayer may elect to have any particular capital property 
treated as taxable Canadian property, in which event he will be taxed only when 
the property is disposed of and only on the actual gain realized." 


"An amendment will be introduced to the effect that where a person 
leaves Canada and has not been resident in Canada for more than 36 months over 
the preceding 10 years, any accrued gains on property which he owned when he 
entered Canada will not be subject to tax when he leaves." 
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NOTES ON FURTHER CHANGES RELATED TO TAX REFORM 


Averaging 


Amendments are proposed to make three changes in income-averaging 
provisions. 


Amounts in a deferred profit-sharing plan or a pension plan to the 
credit of an employee as of January 1, 1972 (as opposed to amounts vested) will 
be eligible for averaging under the old Section 36 rules. 


Secondly, an employee who takes advantage of the Section 36 averaging 
for one qualifying amount of income will be able to use new forms of averaging in 
the Income Tax Act on other income. 


A third amendment would permit provincially and federally incorporated 
trust companies to write income-averaging annuity contracts. These annuities are 
permitted as part of the new tax system to allow a taxpayer to spread taxes on 
certain types of income receipts over a number of years. 


Employees' Profit-Sharing Plans 


An amendment will be introduced to provide that increases in the value 
of property distributed from employees’ profit-sharing plans are taxed only when 
the assets are disposed of, and not at the time of distribution by the plan to 
the employee. The gain will be the difference between the sale price and the 
adjusted cost of the property, with the adjusted cost taking into account taxes 
already paid on employer's contributions and on income and gains previously 
allocated to the employee. 


Standby Charges 


Employees permitted the personal use of a company car are required to 
add a minimum "standby charge" to their taxable income. The general rule sets 
the amount at 1 per cent per month of the car's capital cost to the employer. 
The general rule is not appropriate in the case of new car salesmen who are re- 
quired to drive demonstrator cars and have little or no choice as to the car's 
value. 


An amendment will be introduced to establish an optional calculation 
based upon 3/4 of 1 per cent of the average cost of all new automobiles acquired 
by employers of new car salesmen. 


A further amendment would adjust the formula for calculating standby 
charges on leased automobiles to exclude the portion of the rental charge attri- 
butable to insurance premiums. This will put the treatment of net leases on a 
more even footing with ordinary leases. 
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Other Changes 


The Income Tax Act imposes a special tax on employee pension plans, 
registered retirement savings plans and deferred profit-sharing plans whose 
foreign investments total more than 10 per cent of the cost of their assets. An 
amendment will specify that foreign property subject to this rule will not include 
bonds, debentures or other securities issued or guaranteed by the International 
Bank for Reconstruction and Development (World Bank), the Inter-American Develop- 
ment Bank or the Asian Development Bank. 


Where a corporation has received foreign government bonds as part of an 
expropriation of a foreign operation, bond income will be treated as a return of 
capital until the principal amount of the bond is recovered. 


"Foreign business corporations" are given a five-year period under the 
Income Tax Act to bring their active business income into full taxation by Canada. 
In view of the deferral of the passive income rules until 1975, an amendment is 
proposed to provide the same phase-in for their investment income. 


A change is proposed in the treatment of stock options to permit use 
of a stock's fair market value at the time it was acquired as its original cost. 
This value may be chosen in instances where the difference between the cost and 
fair market value of a stock option exercised before 1972 has already been taxed. 


The amendments also include a change anticipated in a news release 
December 13, 1971, clarifying the application of the tax-free zone to shares 
received before 1972 on a corporate amalgamation. 


Provisions outlined in a Department of Finance release on February 16, 
1972, for the qualification of newly-formed corporations as public corporations 
and newly-formed trusts as mutual fund trusts, are introduced as amendments. 


A clarifying amendment will confirm that the abolition of the 3-per-cent 
corporate surtax last July 1 would not have effect at an earlier date for corpora- 
tions with 1972 taxation years commencing before July 1, 1971. 


A technical deficiency in transitional provisions will be corrected 
by an amendment preserving the operation of the "tax-free zone" for property 
transfers between associated persons. 


An amendment will require that in specific situations where an "election!' 
is open to members of a partnerhsip, all partners must make the same election. 
The change also clarifies the procedure to be followed by the partners. 


A non-resident trust or corporation whose sole activity is to hold pen- 
sion funds is not required to pay withholding tax on interest it receives from 
Canadian investments. However, it loses its exemption from withholding tax if it 
is engaged in any other activity. An amendment restores the exemption if pension 
business is the main activity of the trust or corporation. 
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A deferral or "rollover" of taxable capital gain is provided by the 
existing act if a convertible bond or convertible preferred share is exchanged 
for shares of the corporation. The definition of convertible shares eligible 
for the rollover will be expanded by amendment to include convertible common 
shares. 


The system of mining incentives introduced as part of tax reform will 
be made available to brine wells used in the extraction of halite (salt). The 
amendment also makes clear that the incentives apply to oil sands and oil shale 
deposits. 


Rules applying to a spouse's trust will be clarified so that provisions 
for tax deferral will be more effectively preserved - for example, in cases where 
a trust is required to pay death duties. 


For purposes of computing capital gains, an individual must choose be- 
tween using the "tax-free zone'' rules and fair market value at January 1, 1972 
in the first year in which he disposes of a capital property he owned at the be- 
ginning of the new tax system. An amendment will provide that the choice need 
not be made in a year merely as a result of disposing of a principal residence 
or certain types of personal use property. 


BUDGETARY REVENUE BY SOURCE 


PERCENTAGE DISTRIBUTION 


FISCAL YEAR 1972-73 


Non-Tax 
Revenues 


Other Taxes 
Custom Duties 
Excise Taxes ean e) 
and Duties ncome Tax 


Sales Tax 


Corporation 
Income Tax 


BUDGETARY EXPENDITURE BY FUNCTION 


PERCENTAGE DISTRIBUTION 


FISCAL YEAR 1972-73 


Transportation and 
Communications 


Fiscal Transfer 


Payments Health and Welfare 


Education 
Assistance 


Other 


Expenditures Economic 


Development 
and Support 


Defence 


Public Debt 
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